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I. Introduction
Migration has been a controversial topic in the development process of
the both developed and developing countries. According to the World Bank
(World Bank, 2010: 18) and Taylor (Taylor, 2006: 1), the number of
international migrants residing in a country other than their country of birth,
has increased over more than four decades, from an estimated 76 million in
1965 to 215.8 million in 2010. Among the recent estimated numbers of total
international migrants, about 37 per cent had migrated from developing
countries to developed countries; about 60 per cent of them flows among
developing countries; and the remaining 3 per cent flow from developed
countries to developing countries (UNDP, 2009: 21).
Furthermore, workers’ remittances from developed countries as well as
from developing countries have increasingly been important sources of
external finance for the development process of labour sending countries.
According to UNCTAD and Ratha et al (2011: 2; Ratha, et al., 2010: 1), the flow
of remittances to developing countries has been increased 17 times from $20
billion in 1988 to $336 billion in 2008. Among all types of external financial
funds, worker’s remittances are the largest, stable and continuous source of
economic development in developing countries, and become a direct source
of income for the households. At the same time, the increased employment
opportunities in foreign countries have some social and economic impacts on
both the labour sending and receiving countries. This means migration is
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regarded as not only the most popular and promising source for development
of developing countries, but it is also the primary strategy employed by the
developed countries to fulfil their labour shortage to maintain their current
status of economic development. Therefore, the UN and World Bank have
recently adopted a slogan “Migration for Development” because of its
economic benefits. However, most studies tend to view one-side of
international migration, and there are few studies attempting to analyse both
the social and economic impact as a whole. Labour export policy has been
one of the most effective strategies in the early stage of economic
development because it is the cheapest way to fill the needs of the external
finances for development of the country and lighten the level of
unemployment (Rodrigo and Jayatissa, 1989; Athukorala, 1992; de Silva, et al.,
1995: 1).
Many labour sending countries have strongly linked labour export policy
and economic development strategy. After most Asian nations became
independent of colonial rule, they adopted the import substitution
industrialisation policy. However, they gradually shifted to the free trade and
open market policy. Simultaneously globalisation has spread around the
world and the income gap between the rich and the poor has widened. The
globalisation has also given an opportunity to the people in the developing
countries where freedom of migration had been controlled by the colonial
masters. The labour export strategy is favourable for the labour-surplus and
open market economies. Theoretically, the labour receiving country can
expect that importation of foreign labour alleviates the shortage of workers
and sustains domestic industries. Although it is very much welcomed if the
developing countries open their trade and financial market, most advanced
nations have implemented tougher immigration policies after the 1970s.
Most advanced nations such as the Western states and Japan, tend to focus
on the costs of accepting aliens and constitute their immigration policy
separate from their own economic development (de Haas, 2005: 1269; Hatton
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and Williamson, 2005: 7-8). On the other hand, the indigenous labour forces in
the oil exporting countries of the Middle East were small and scarce not only
in unskilled and semiskilled but also skilled labour to carry out their economic
development schemes after the economic boom triggered by the oil price
hike in the 1970s. Consequently it is necessity for those Middle East
countries to welcome foreign workers (Arnold and Shab, 1984: 294;
Brochmann, 1993). Therefore the region has absorbed foreign workers from
developing countries in Asia and Africa. Although most studies on the latter
situations have addressed how migration contributes to economic
development in the short-run, it has been observed that most countries face
serious social and cultural problems, at a high cost to future generations of
the country. This is because most studies do not attempt to estimate its cost
to the society and economy in the long-run. The negative consequence of
labour migration is often neglected, if the remittances contribute as a
significant source of development finances in the labour sending countries.
The present migration situation of Sri Lanka can be one of the examples to
determine the contribution and consequence of labour export policy.
This paper aims to examine the economic impacts and social issues of
international labour migration in the macro perspective with special
reference to Sri Lanka. This is because Sri Lanka is a significant nation as a
labour sending country in the world, especially to the Middle Eastern
countries. The study is arranged as follows. Section II discusses theoretical
overview of economic development and international migration. Section III
considers an overview of policies, trends and performance of labour
migration in Sri Lanka, using the official data of the government. The macro
level of economic impacts of labour export policy is described in Section IV.
The some social issues of labour migration in Sri Lankan society are given in
Section V. Finally the paper ends with Section VI where the concluding
statements are given.
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II. Economic Development and International Migration:
Theoretical Overview
Migration and development are closely connected to each other. A
preconditioned mechanism of migration needs mainly resource biased and
economic disparities between those two areas (Lewis, 1969; Todaro, 1972). In
addition to economic development, globalization has spread around the world,
and the income gap between developing countries and developed countries
has widened at an unexpected level. Moreover, globalization has triggered
the development of the present emerging countries, such as Singapore, South
Korea, Taiwan, Hong Kong, Malaysia, Thailand, and China, mainly through
the expansion of the export of value-added goods. Some of these emerging
nations have reached a certain level of production expansion for value-added
exports which is enough to stop sending the domestic labour force abroad as
an alternative item of export. In the present situation in Asia, Hong Kong,
Malaysia, Singapore, South Korea, Taiwan, and have become labour
importing economies, and Thailand is now at the threshold point.
Recent studies with an economic approach to migration seem to forget
the causation of migration with structural change through economic
development, and often lack a long-term view of the analytical aspect. They
just tend to focus on the size of remittances, and evaluate the economic
benefits obtained by developing countries through sending labour. As noted
in the foregoing analysis, remittances have been one of the most significant
private financial resources for development among all external capital in
developing countries. For example, foreign direct investment (FDI) usually
selects the places in which provide good conditions for multinational
companies (MNCs) to maximise their profits, and the size of inflows depend
on MNCs’ profit making plans under the current social and economic
situation. Official development assistance (ODA) or other public sources are
usually used for development projects in developing countries, but may have
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also forced them to carry a burden, such as debt repayment, project
management, and listening to the donor’s orders. If the development project
under ODA is mismatched or cannot be utilised for development, there will
be a huge amount of loans remaining in developing countries. Therefore
many of the recent studies conclude that, compared to other external
financial flows, workers’ remittances are regarded as the most stable and
unburdened source for development in many of the developing countries
(Rath, 2003; Kapur, 2009).
The economic studies examining the relationship between remittances
and development tend to show the macro economic impacts on the labour
exporting countries using the proportion of remittances to GDP, per capita
income, foreign exchange from items of export, imports, trade deficits, dept
payments, consumption, investment and saving. They clearly show that
many developing countries, especially small economies, have a considerable
share of each of these macro economic variables. This means it is also clear
that the economic impacts of remittances to developing countries are
significant. It can also be said that remittances are beneficial for macro
economic development. Moreover remittances are expected to reduce
poverty because they reach the poor directly without creating a burden.
Adams and Page (2005: 1660) emphasized that both international migration
and international remittances reduce poverty in the developing countries.
There are still a few studies which examined the impact of migration and
remittances on poverty in developing countries, but most of them came to a
positive conclusion.
Another expectation of migration is to reduce the unemployment
problem of the country. Unemployment has been a serious social matter in
developing countries, and the governments need to reduce it, especially
youth unemployment, because it can bring about another social unrest. It
seems that the easiest strategy for reducing the unemployment problem for
many governments of developing countries is to promise people the chance
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to find a better job abroad. To improve the chance of foreign employment,
the governments make an effort to find out and sign a foreign employment
agreement with labour importing countries. Although it seems there are few
studies which found a positive impact on reducing the unemployment rate by
increasing foreign employment. However, the point is not the quantity but
the quality of migration. If there is a substantial surplus of unskilled labour,
the obtaining of foreign employment by them can be a good solution for the
unemployment problem. Furthermore, it can equalize the income disparity
between rich and poor, as unskilled labour often belong to the poor (Taylor,
2006: 5). On the other hand, if the migrants are educated, professional and
skilled, the situation is different. In particular, “brain drain” is the one of most
crucial problems which was a national depletion of developing countries.
This is more serious for small countries which have a relatively small labour
force, particularly a skilled labour force. It is well known that producing
human capital, especially skilled workers, will cost a huge amount of national
resources for the people of the labour sending countries (Ratnayake, 2007: 12).
Continuous outflows of such human resources under globalization will cause
an uneasy development path for the developing countries themselves. On
the contrary, this has been contributing to the expansion of the economic gap
between developed and developing countries because highly skilled human
capital, which was produced at a cost to the developing world can be used
free of charge for further development of the developed countries
(Ratnayake, 2007: 13).
The last argument concerning migration and development is the
increasing number of reports of social costs to the individual, community and
society from international migration. Foreign migrant workers, especially
those who are non professionals, may have a high risk of various types of
social problems in the receiving countries. In general, migrant workers are
poorly protected from abuses in the form of low wages, hard and poor
working conditions, a lower level of health, a virtual absence of social
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protection, discrimination, xenophobia, social exclusion and a denial of their
rights as workers and of the right to freedom of association. They are often
used as a source of cheap labour that local people do not want to engage in,
and hidden in the market without being valued as a group of economic
contributiors to the receiving economies. Most of the receiving governments
just permit temporary work for a limited period of time subject to renewal.
It is convenient for the receiving governments and employers to treat the
foreign migrant workers as needed but undesirable aliens who have to be
controlled, with only their labour to be extracted. Therefore, it is reported
that the sending governments have received a number of complaints of
harassment, non-payment, breach of contract, lack of communication with
home and death while working in the destination country. If the receiving
countries accept their existing labour laws and other formal institutions for
foreign migrant workers, and impose an integration challenge, the protection
of human rights and social security for them can be achieved easily.
Moreover, the negotiation power between the receiving countries and the
sending governments is also important to realise the protection of their
manpower from risks of violation of human and workers rights in the
destination country.
III. Labour Migration in Sri Lanka: An Overview of Policies and
Performance
1. Policies of Labour Migration
The change of economic policy is one of the main influential factors
affecting the emergence of migration in Sri Lankan society. When the right-
wing neo-liberal government of the United National Party (UNP) came into
power in 1977, the economic development policy was drastically changed
from inward-looking to outward looking based on the free play of a market
economy. Sri Lanka is now classified as one of only four countries that have
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achieved a clear policy shift from ISI to EOI (extracted from Ratnayake, 2004:
19). The open market policy was needed to expand export earnings and was
given the highest priority, and aimed at increasing the role of the private
sector, allowing market mechanisms to achieve the economic development.
These policy changes were expected to expand the role of the private sector
with the growth of foreign exchange through export activity. The
establishment of the Free Trade Zone (FTZ) was a major step in creating
export earnings through encouraging private investment in both Foreign
Direct Investment (FDI) and domestic industries. The main investors in
these zones are foreign multinational private firms.
When Sri Lanka introduced an open market policy, it was coincidental
with the economic boom in the Middle East arising from the oil price hike and
an opening up to welcome Asian workers as new manpower. In the early
1970s, there were very few Sri Lankans who knew about the Middle East,
however, there were a few private agencies established in 1975 which
started to send workers. In 1976 the government established the Foreign
Employment Unit in the Department of Labour which was given the function
of supervising and regulating the work of these private agents (Brochmann,
1993: 66; Gamburd, 2002: 51).
However, soon after the liberal UNP became a major party in 1977, there
was little attention paid to foreign employment; therefore, the responsibility
for managing foreign employment was passed to private agencies under the
movement of privatisation and liberalised economic policies. The
Department of Labour had registered 125 agencies by the end of 1978, and
the number of registered agencies became 525 in 1980 with the increasing
demand for Sri Lankan labour in the Middle East (Brochmann, 1993: 66).
There were also a massive number of unregistered agencies which cropped
up, and they often committed malpractices in their business. The
government began to pay attention to the increase of abuses in recruitment
and interested in sending labour power abroad on a large scale. In the post-
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1977 period, the labour exporting policy itself was favourable to the Sri
Lankan government.
The Foreign Employment Agency Act of 32 of 1980 was enacted in
order to monitor and control private recruitment agencies, and to protect Sri
Lankan workers by fixing minimum wages. The Act regulates the agencies
to send the certain categories of employments which are high demand in Sri
Lanka (Raj-Hashim, 1992: 127). Registration fees for agencies increased to Rs.
100 and a guarantee of Rs. 100,000 per year was imposed to cover any claims
made by migrant workers (Ibid). Other conditions for the agencies included
approval for advertisements and the power given to the Commissioner to
refuse approval of a contract. Fines or imprisonment of 18 months could be
imposed if these conditions were not met (Ibid). In 1982, the Cabinet decided
to find at least 100,000 jobs during that year in the Middle East (Raj-Hashim,
1992: 123).
Moreover, the government established embassies in some of the labour
receiving countries of the Middle East, such as the UAE in 1979, Saudi
Arabia and Kuwait in 1981, and new consuls in Jordan, Lebanon and Iraq
(Brochmann, 1993: 67; Gamburd, 2002: 51; Raj-Hashim, 1992: 123). Their role
was to link with government agencies, collect information on the labour
market, as well as to protect workers’ rights.
In 1985, the Foreign Employment Agency Act was strengthened, and
the Sri Lanka Bureau of Foreign Employment (SLBFE) Act no. 21 was
enacted to regulate recruitment by the private and public sectors. This
Bureau was established as an independent, semi-governmental institution,
but under the purview of the Ministry of Labour. The objectives of this Act
were to: develop markets and promote opportunities abroad; support, license,
and regulate agencies; ensure standards on contracts; train migrants; collect
data on migration; see to the welfare and protection of Sri Lankans abroad;
make investments for Sri Lankans living abroad; and facilitate reintegration
of returnees. The licence fee was increased to Rs. 10,000 per year and a bank
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guarantee imposed for 100,000 for two years. The charge to the prospective
migrant was imposed at Rs. 100,000 for two years. The charge to the
prospective migrant was fixed at Rs. 2,700, Rs. 700 for insurance, Rs. 1,000 for
the SLBFE and Rs. 1,000 for the recruitment agency (Raj-Hashim, 1992: 128).
The Bureau set up minimum standards for unskilled workers, such as a
monthly wage of US$100-150, provision of free foods and accommodation,
medical facilities and air passage upon completion of contract. Moreover, the
Bureau stipulated an eight-hour day, overtime rates, and minimum leave.
However, there was no clause on leave and the number of working hours for
domestic workers.
The Sri Lankan government had made efforts to maintain the top-down
control on the recruitment of labour to the Middle East, there were still
higher numbers of unregistered agencies than licensed. Almost every town
has at least one unlicensed agent (extracted from Korale et al., 1985).
Increasing the demand for labour power abroad continued, the government
recognized migration for foreign employment plays an important role in
helping to eliminate the labour surplus in the short run. The Sri Lankan
President declared the decade 1992-2001, the decade of export earnings,
which would provide the base for economic growth (Raj-Hashim, 1992: 123).
In the early 1990s, the SLBFE launched awareness programmes on
migration through two hundred local administrative bodies and the media,
reaching as far down as the village level (INSTRAW and ILO, 2000: 113). In
1994, the government amended the SLBFE Act no. 21 to strengthen the role
of the SLBFE in Sri Lankan foreign employment policy, and provided its
functions and general powers. The government employed a number of
bureaucratic techniques to supervise the agencies and to collect precise data
on migrant workers, in order to enhance the upper-hand type of labour
export system, and to reduce the numbers of unregistered migration
operations in the country. The number of staff members of the SLBFE has
also increased along with these institutional processes and campaigns.
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Funding through migrant registration fees and collecting through
recruitment agencies, the SLBFE increased charges for the agencies and
regulated them more stringently, moreover, imposed on them training,
registering, and insuring migrants more strictly. Furthermore, the SLBFE
started to provide pre departure migrant workers with the information on
bank loans, savings and banking schemes, and the know-how of
entrepreneurship after return. Moreover, in order to encourage labour
migration, the government exempted from tax Sri Lankan citizens who work
more than one year abroad.
In 1996, the SLBFE imposed a compulsory pre-departure training for
domestic workers and made a training certificate as a requirement for
registration. In the report of 2010, there are 33 training centres throughout
the country, 25 run by the SLBFE and 8 by private recruitment agencies
(CBSL, 2010: Table 55). At present, the SLBFE has begun a five day
compulsory male training programme for capacity building of male workers
(CBSL, 2010: 94).
As the booming labour migration to the Middle East increased, the
numbers of labour problems like non-payment of wages, harassment, and
breach of contracts, also increased. The SLBFE collaborated with the
Ministry of Labour and Welfare to deal with the protection of Sri Lankans
abroad. In 2003, there was held the Colombo based Ministerial meeting of
labour sending countries, known as the “Colombo Process”, sponsored by the
International Organization for Migration (IOM). The object of the forum was
to bring the Ministers in charge of labour in the sending countries to identify
general issues of the sending countries and to formulate a possible
framework of action with the co-operation of receiving countries (Ruhunage,
2007: 10). In 2007, this was brought under the purview of the Ministry of
Foreign Employment Promotion and Welfare (MFEPW), which was
responsible for policy formulation, planning, monitoring and financing the
setting up of a sound mechanism for promoting foreign employment
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(MFEPW, 2008: IV, 3). From then, the government began specific
enhancement on expanding of the capacity of migrant workers’ skills and an
effort to reduce low skilled migration, including unskilled housemaids to the
Middle East. The SLBFE developed a National Labour Migration Policy in
consultation with the ILO. The main objects of the policy were: to provide
better governance; regulate labour migration; introduce effective protection
and services to Sri Lankan migrant workers; make more contribution in
terms of remittances; and facilitate returnees’ reintegration. The
government recognized the importance of international relations with regard
to migrant labour through bilateral agreements and MOUs, influencing policy
making on migrant labour in receiving countries and better coordination of
migrant labour affairs through Sri Lankan missions overseas, the Sri Lanka
Bureau of Foreign Employment was placed under the purview of the
Ministry of External Affairs (Foreign Affairs) (CBSL, 2010: 94). Through the
MOUs, the system of model contracts between migrant workers and
employers started in ten countries: Kuwait, Saudi Arabia, Oman, Qatar, UAE,
Lebanon, Bahrain, Jordan, Cyprus and Singapore, expecting to avoid
exploitation (IPS, 2008: 40). Currently there are bilateral agreements and
MOUs on foreign employment and regulation with host countries, Jordan,
Kuwait, Qatar, Lebanon, Libya, Bahrain, and Korea (Foreign Affairs website).
Moreover, as the SLBFE signed with recruitment agencies in Singapore, the
Middle East, and Hong Kong SAR, that a prospective employer of Sri Lankan
housemaids needs to sign a contract which must be endorsed by the Sri
Lankan Embassy before a housemaid leaves the country (IPS, 2008: 40).
2. Performance of Labour Migration
(1) Foreign Employment Trend
Sri Lanka has more than three decades’ history of migration for foreign
employment1. Before the liberal market policy, the ruling party had operated
the development process with strong socialist attitudes; the policy on foreign
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employment was not pushed forward. However, since 1977, the situation was
dramatically changed after embarking on economic liberalization, which
accompanied a policy of unrestricted travel abroad; workers began to seek
foreign employment. There is a lack of migration data before the
establishment of the SLBFE in 1985, because of the inadequacy of official
statistics, and the number of workers migrating through unlicensed
recruitment agencies. INSTRAW and ILO estimated the workers migration
data prior to 1985 on the basis of the embarkation cards of departing workers
issued by the Ministry of Planning and Economic Affairs and the Ministry of
Plan Implementation. According to registered agencies for migrant workers,
there were 5,633 migrants in 1977, 17,865 in 1983, and 12,374 in 1985.
However, the estimated total migrants were 15,224 in 1977, 48,874 in 1983,
and 33,443 in 1985 (INSTRAW and ILO, 2000: 102). After setting up the
formal institutions for foreign employment like the SLBFE, the government
have made efforts on the precise numbers of migrant workers. Table 1
shows the number of migrants by sex from 1986 to 2010. The data in the
table reveal that female labour migration increased nearly fourfold from 1988
to 1994. The share of female labour migration has been higher than that of
male, and in the four year period between 1994 and 1997 was more than 70
per cent. On the other hand, male labour migration also increased almost
threefold from 1995 to 2010, and the share of male migration shows an
upward trend in recent years. This is because the government promotes
male migration, reducing low skilled migration. As the result of these
1 During the time under British colonial rule, Sri Lanka has had more experience in
receiving foreign labour from South India, mainly Tamils, to employ in the tea plantations.
After independence Eurasians and mainly Burger descendents of the Dutch began to
migrate to Australia and New Zealand, because of the social and political changes in the
late 1950s. From the late 1960s, professionals started to migrate for employment and
training to West European countries, North America, Australia and other areas, but the
number of migrants was small annually in those days (Korale, 1985: 33).
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migration activities, the estimated number of Sri Lankan overseas contract
workers showed an increasing trend, and the estimated number of
accumulated total Sri Lankan workers is 1,932,245 in 2010 (Figure 1).
(2) Destinations
The Middle Eastern region is a main destination for the foreign
employment market, which accounts for more than 90 per cent of Sri Lankan
Table 1: Departures for Foreign Employment by Sex (1986-2010)
Year
Male Female
Total
Numbers % Numbers %
1986 11,023 76.3 3,433 23.7 14,456
1987 10,647 75.4 3,480 24.6 14,127
1988 8,309 45.1 10,119 54.9 18,428
1989 8,680 35.1 16,044 64.9 24,724
1990 15,377 36.1 27,248 63.9 42,625
1991 21,423 33.0 43,560 67.0 64,983
1992 34,858 28.0 89,636 72.0 124,494
1993 32,269 25.0 96,807 75.0 129,076
1994 16,371 27.2 43,791 72.8 60,168
1995 46,021 26.7 126,468 73.3 172,489
1996 42,112 26.5 119,464 73.2 162,576
1997 37,552 25.0 112,731 75.0 150,283
1998 53,867 35.5 105,949 66.3 159,816
1999 63,720 35.5 116,015 64.5 179,735
2000 59,793 32.8 122,395 67.2 182,188
2001 59,807 32.5 124,200 67.5 184,007
2002 70,522 34.6 133,251 65.4 203,773
2003 74,508 35.5 135,338 64.5 209,846
2004 80,699 37.6 134,010 62.4 214,709
2005 93,896 40.6 137,394 59.4 231,290
2006 90,170 44.7 111,778 55.3 201,948
2007 103,476 47.4 114,983 52.6 218,459
2008 128,232 51.2 122,267 48.8 250,499
2009 119,381 48.3 127,745 51.7 247,126
2010 135,502 50.9 130,943 49.9 266,445
Source: SLBFE, 2010.
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migrant workers (CBSL, 2010: 95). As shown in Table 2, the Middle Eastern
countries, especially Saudi Arabia, Kuwait and the United Arab Emirates
(UAE), have been the traditional destination for Sri Lankan labour migration
since 1986. However, it is important to note that this trend has changed since
the 1980s: the main destinations were Saudi Arabia, Kuwait, Bahrain, UAE
and Oman which shared 91.7 per cent in 1986, but in 2003 the major
destinations became Saudi Arabia, Kuwait, Qatar and UAE which shared
80.9 per cent and in 2009 accounted for 82.9 per cent. The increase rates in
Bahrain and Oman are very slow, but that of Qatar is very high. The number
of destination countries increased, but the Middle East region still remains
the major dominant destination for Sri Lankan migrants.
There were 1,447,707 Sri Lankans working in foreign countries as
contract workers in 2006. As we can see from the migration trend since the
late 1970s, nearly 90 per cent of Sri Lankan workers were in the Middle
Eastern countries, followed by Europe (5.75%), and South East Asia (1.53%) in
the same year (Ruhunage, 2007: 9). It should be also noted that this trend is
somehow different according to the sex ratio (Figure 3). There is a tendency
Figure 1: Estimated Total Number of Sri Lankan Workers Abroad (1992-2010; million)
Source: SLBFE, 2010.
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Table 2: Country of Destination for Foreign Employment (1986, 2003, 2009)
1986 2003 2009
Numbers % Numbers % Numbers %
Saudi Arabia 7,247 44.0 75,830 36.1 77,849 31.5
Kuwait 3,270 19.9 38,258 18.2 42,400 17.2
UAE 1,700 10.3 32,173 15.3 39,653 16.0
Qatar 61 0.4 23,699 11.3 43,744 17.7
Lebanon 29 0.2 13,175 6.3 5,907 2.4
Jordan 40 0.2 7,076 3.4 9,032 3.7
Oman 1,063 6.5 4,084 1.9 5,326 2.2
Bahrain 1,816 11.0 3,713 1.8 5,929 2.4
Maldives 459 2.8 3,174 1.5 3,904 1.6
Cyprus - - 3,029 1.4 2,929 1.2
South Korea - - 2,036 1.0 3,991 1.6
Singapore 150 0.9 1,059 0.5 1,026 0.4
Malaysia - - - - 1,050 0.4
Others 621 3.8 2,540 1.2 4,386 1.8
Total 16,456 100.0 209,846 100.0 247,126 100.0
Source: The data of destination countries in 1986 and 2003 is derived from Tilakaratne (2006: 47). The data of
destination countries in 2009: SLBFE, 2009: 15, and Total: CBSL, 2010: Table 55.
Figure 2: Estimated Stock of Sri Lankan Overseas Contract Workers by Region and by Sex,
2006
Source: Data derived from Ruhunage (2007: 9).
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for male Sri Lankan workers to constitute more than 70 per cent in South
Asia2and North America. While female Sri Lankan workers are employed in
South East Asia and Europe. There is a relatively higher share of female Sri
Lankan workers in the Middle East.
(3) Composition of Skills
In general, a professional type of foreign employment belong to a formal
labour market in receiving countries and require formal immigration
procedures, and the educated and skilled people tend to take the secure
procedure of migrating abroad with the relevant information. On the other
hand, the less educated and poor people face a lack of information, and do not
much care about the process. Thus the majority of unregistered migrants
would be categorised as low skilled or housemaids (domestic workers). As
shown in Figure 3, the share of housemaids has been the dominant group of
Sri Lankans for foreign employment. Table 3 shows the skill composition of
Sri Lankan foreign employment by sex in 2010. The data in the table reveal
that the male migrants shared more than 80 per cent in 6 categories out of all
skill categories. The skill category of Housemaids (domestic workers) is the
only job category where the composition of female exceeds that of male. The
Housemaids accounted for about half of the total foreign employment
throughout the period. On the other hand, housemaids shared 86 per cent of
total female migrants. Most of the unskilled migrants worked as janitors and
cleaners in hospitals, schools and office buildings, whiled the skilled migrants
were employed as drivers, construction workers, manufacturing and
garment workers, cooks, and so on.
A significant outcome of the data is that the majority of the migrants are
in the younger age category of 20-29 (see Figure 4). However, there is no
such outstanding clear peak among the female migrants; it shows a wide
2 The majority of Sri Lankan workers who migrate to South Asia are skilled and
professional, such as teachers, accountants, hotel man, etc., and the main destination is the
Maldives.
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range of age group between 25 and 44. This is because most of the male
migrants are employed in a physical work category which required the
young and healthy workers, but the majority of female migrants are engaged
Table 3: Foreign Employment by Skill Composition and by Sex in 2010 (%)
Sex Ratio % of each sex
Male Female Male Female
Professional 95.8 4.2 2.1 0.1
Middle Level 86.6 13.4 4.3 0.7
Clerical & Related 88.2 11.8 5.1 0.7
Skilled 91.0 9.0 47.7 4.2
Semi Skilled 88.5 11.5 3.2 0.4
Unskilled 85.1 14.9 37.6 6.8
Housemaid/Domestic Workers 0.0 100.0 0.0 86.4
Total 48.3 51.7 100.0 100.0
Source: SLBFE (2010: 40).
Figure 3: Foreign Employments by Skill Composition (1984, 1994-2010; %)
Source: *Tilakaratne (2006: 47). SLBFE (2010: 8).
Note: ** Estimated data in 2010.
Note: Before the establishment of the SLBFE in 1985, there was a significant number of missing unauthorised
labour migrants movement. Therefore, it may be one of reasons the shares of professional and middle
level of foreign employment showed a higher trend compared to that of latter years
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as housemaids who work in a private household.
IV. Economic Impacts of Labour Migration
1. Labour Market
The favourable impact of migration on foreign employment has been
expected to contribute to the reduction of unemployment in the sending
country. Before the liberalised policy, the unemployment rate in Sri Lanka
remained at 19.7 per cent. Especially the unemployment rate for females
was 33.1 per cent in the same period. Along with the rapid increase of
migration, the unemployment rate for both sexes had gradually reduced,
particularly that of females since the 1990s. This rate further reduced in the
middle of the first decade of the 2000s (see as Figure 5).
A special characteristic of the unemployment in Sri Lanka is that it is
high among the younger and educated groups (see as Table 4). The overall
unemployment rate of the country has reduced due to increase of
Figure 4: Foreign Employees by Age Groups & Sex in 2010
Source: SLBFE, 2010: 66.
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employment opportunities in the industrial sector, especially garment
industries, and in the foreign market. As we have found the majority of the
migrants are in the younger age category of 20-29. However it is difficult to
assess the contribution of migration in reducing the unemployment rate of
Table 4: The Trend of Unemployment Rate by Age Group and by Level of Education,
selected year (%)
1990 1995 2000 2005 2010
By Age Group
15-19 years 40.1 60.5 23.3 30.8 20.3
20-29 years 30.3 31.7 17.4 17.2 13.8
30-39 years 8.4 8.0 3.6 3.8 3.1
40-49 years 4.0 2.9 1.4 1.2 1.0
50 years and above 2.1 0.4 0.8
By Level of Education
No Schooling 3.3 1.8 1.2 - -
Grade 0-4/ Year 1-5 5.1 3.4 1.0 1.8 -
Grade 5-9/ Year 6-10 17.2 12.8 7.5 6.3 3.6
GCE (O/L)/ NCGE 23.9 18.4 11.3 11.5 6.9
GCE (A/L)/ HNCE and Above 29.4 20.0 14.9 13.8 11.6
Source: CBSL, Annual Report, various years
Figure 5: Trend of Unemployment Rate by Sex (1975-2010; %)
Source: CBSL, Annual Report, various years.
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Sri Lanka, because there may be some returnees who also join the labour
market. Instead of evaluating the exact contribution of labour migration in
terms of unemployment reduction, it is possible to acknowledge that there is
some impact of migration on the labour market of the country. Because of
the rate of female labour participation was 31.6 per cent in 1996, which was a
half of that of male, there was a big gap between the female labour force and
female employment in the same year. After the 1990s, the number of female
migrants working abroad did not much change. The share of female
migration in total female employment has decreased because of an increase
in similar job opportunities at home. However, the amount of foreign
employment has been increasing. There were in total about 1.9 million Sri
Lankans working abroad in 2010. This is almost the same as 9 per cent of the
total population, 23 per cent of the total labour force, 24 per cent of total
employment, and 389 per cent of the unemployed population of Sri Lanka.
2. Remittances
(1) As a Source of Funds for Development
External and Tax revenue resources available in Sri Lanka have rapidly
increased over the past decade (see Figure 6). Tax revenues and remittances
have increased and become important sources of funds for development.
Tax revenue is the main source of funds for the Sri Lankan economy and
keeps growing in real terms, but as percentage of GDP it has shown slightly
stagnated after the mid 1990s (see Figure 7). On the other hand, remittances
from workers abroad have outstripped other external finances such as
foreign direct investment (FDI) and official development assistant (ODA)
since the same time. Among external finances, remittance flows into Sri
Lanka have been the largest share of GDP. This shows the importance of
remittances both in levels as well as a percentage of GDP for Sri Lanka.
Moreover, remittances can play a supportive role when tax revenue does not
have bright prospects because of the internal economic problems or poor
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Figure 6: Remittances, ODA, and FDI Inflows, and Tax revenue of Sri Lanka (1980-2010;
US$ Million)
Source: CBSL, Annual Report, various years.
Figure 7: Remittances, ODA, and FDI Inflows, and Tax revenue of Sri Lanka (1980-2010;
per cent of GDP)
Source: CBSL, Annual Report, various years.
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management of tax policy. The latest official data of private remittances
values them at 4,116 million US$ in 2010 (CBSL, 2010). It is the largest ever
with a 23.6 per cent increase from the previous year. The inflow of
remittances itself showed a drastic increase soon after the beginning of
labour migration from Sri Lanka to overseas in the late 1970s. After the
1980s, remittances have continued to increase rapidly, about 8-16 per cent
per year, which always exceeded the growth rate of GDP. At the stage of
the economic development of Sri Lanka, the inflows of remittances have not
been much affected by the internal economic situations and conditions.
(2) As a Source of Foreign Exchange and Payments
The economy of Sri Lanka has been described as an open market and a
trade-dependent economy since 1977. It was expected that the economy
would get a benefit from an expansion in international trade. However it did
not go well due to the components of exports and imports items. Figure 8
Figure 8: Trade dependency, export and import dependency in Sri Lanka (1980-2010; per
cent of GDP)
Source: CBSL, Annual Report, various years.
Economic Impacts and Social Issues of International Labour Migration: Sri Lankan Experiences with a Macro Perspective
―71―
shows the economic openness which is measured as the ratio of international
trade of GDP. Soon after the implementation of an open market policy, the
ratio started around 80 per cent of GDP. In the early 1980s, the major export
items were traditional plantation products like tea, and the main import item
was petroleum because of the oil shock (see Figures 9 and 10). The high
import dependency ratio was the major factor of the high trade dependency
in Sri Lanka. During the 1980s, the trade dependency ratio had decreased
due to the reduction of imports, particularly petroleum. In the mid 1980s,
industrialisation under the friendly market policy had the result that
industrial exports exceeded the relative share of agriculture exports. In the
1990s, however, the trade dependency ratio had grown again and remained
around 70 per cent of GDP. This was because of the increased role of the
garment and textile sector in the export market. After 2000, industrial
exports shared 75% of the total exports, while the proportion of agricultural
exports reduced to about 19%. However, industrial exports have largely
relied on the textile and garment industry, which share about two thirds.
The textile and garment industry has depended on intermediary imports,
such as textiles and clothing cottons, to make finished goods for export.
Therefore, the real meaning of foreign exchange earnings from textile and
garment export has been smaller than the export figures. In Sri Lanka, the
free trade and open market policy have not worked as initially expected due
to the incursion of internal political disturbance and ethnic war. Therefore,
the large trade deficits have remained for decades. According to the cross
country data in 2010, the Sri Lankan economy is not remarkably open in
terms of trade in goods among emerging Asian economies3. In such an
3 Some economies in Asia are highly dependent on external trade in terms of trade in
goods as percentage of GDP ; Hong Kong (366.8%), Singapore (297.1%), Malaysia (152.6%),
Vietnam (147.6%), Taipei, China (121.9%), Thailand (116.8%) (ADB, 2011). All of these
economies introduced an open market and favorouble industrialization policy, and have
successful development.
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Figure 9: Remittances and major export items in Sri Lanka (1984-2010; per cent of total
exports)
Source: CBSL, Annual Report, various years.
Figure 10: Remittances and major import items in Sri Lanka (1984-2010; per cent of total
imports)
Source: CBSL, Annual Report, various years.
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economic and political environment, the performance of remittance inflows
has been largely responsible for covering the trade deficit.
(3) Level of Income
Figure 11 shows that the trends of remittances per foreign employed
and GDP per capita in Sri Lanka. There are estimated currently to be about
1.9 million Sri Lankans working abroad, and 4,116 million US$ of remittance
inflows in 2010. Remittances per foreign employed is determined by dividing
the numbers of foreign employment by the amount of the remittance inflows.
Since the year 2005, GDP growth rates have been a high rate on average of
around 7 per cent, except for that of 2009. Therefore, the significance of
remittance inflows has become gradually smaller after the end of the internal
war in 2008. As the result of favourable economic growth, GDP per capita
has exceeded remittances per foreign employment after 2007.
Table 5 shows the origin of remittances from abroad. As it can be
expected, a high proportion of the migrant remittances have come from the
Middle East, which accounted for about 56-60 per cent of the total. Between
Figure 11: Remittances per foreign employed and GDP per capita (1977-2009; US$)
Sources: CBSL, Annual Report, various issues.
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1990 and 2010, Sri Lanka received about 31 billion US dollars from all over the
world as remittances, of which 58 per cent or 18 billion US dollars was
received from the Middle Eastern countries. At the same time, remittance
flows from North America has been decreasing, while that of the European
region shows an increase. The Sri Lankan government has been searching
for new markets for foreign employment, and then found some countries of
Eastern Europe and the newly developing countries like Cyprus since the
1990s. The other main destination country of the European region is Italy,
where there were 60,223 Sri Lankan migrants working according to the
figures estimated in 2006 (Ruhunage, 2007).
The data in Table 6 show the amount of remittances per foreign
employed by region. The amount of remittances per foreign employed from
North America (only the US) is extremely high. Although it is difficult to
acquire correct data, the inflow of remittance from developed countries is
much higher than for other countries. For example, it is surprising to see
that the remittances per foreign employed from the Middle East is very little
compared to the other countries, even though the Middle East accepts a
massive share of Sri Lankan migrant workers. This means migrants in the
Table 5: Origin of Remittances from Abroad (1990-2010; accumulated value)
1990-1996 1997-2003 2004-2010 1990-2010 total
US$ Mn % US$ Mn % US$ Mn % US% Mn %
Middle East 2,374 56.3 4,831 60.4 10,857 58.6 18,062 58.8
Far East Asia 300 7.1 448 5.6 1,032 5.6 1,780 5.8
South East Asia 108 2.6 150 1.9 531 2.9 789 2.6
South Asia 41 1.0 62 0.8 209 1.1 312 1.0
Europe 791 18.8 1,701 21.3 4,401 23.8 6,893 22.4
North America 506 12.0 561 7.0 835 4.5 1,902 6.2
Oceania 37 0.9 86 1.1 307 1.7 430 1.4
Other 56 1.3 163 2.0 343 1.9 562 1.8
TOTAL 4,213 100.0 8,002 100.0 18,515 100.0 30,730 100.0
Source: CBSL, Annual Report, various issues.
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Middle East are working at a low wage rate compared to any other country
in the world.
V. Social Issues of Labour Migration
Migration can be a rewarding experience for migrants and their
households through they have to face numerous problems during their work
period overseas. This is because they have to move to another country and
live without any of their family members or relatives. Therefore, once a
migrant leaves his/her country, there is a risk of facing social problems
mainly derived from less legal protection than the locals, cultural differences,
lack of general skills, and without social security.
The above situation can be recognized from the surge of migrants’
complaints along with the increase of migration in recent decades (see Figure
12). According to the available data of 2010, 14,704 complaints have been
received by the government. This is the largest number since 1994. The
SBLFE paid US$211,145 as compensation for the complaining migrants. The
number of complaints has gradually shown an increasing trend. In six years
Table 6: Remittances per Foreign Employed by Region of Destination in 2006
Total Remittance
(US$ Mn) (a)
Total Number of
Migrant Workers (b)
Per Capita
Remittance
(US$)
Middle East 1,234 1,302,403 947
Far East Asia 110 15,702 7,005
South East Asia 52 22,125 2,350
South Asia 22 17,899 1,229
Europe 554 83,238 6,656
North America 119 145 820,690
Other 72 6,195 11,622
TOTAL 2,163 1,447,707 1,494
Source: (a) CBSL, Annual Report 2007; (b) Ruhunage (2007: 9)
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between 2005 and 2010, there were in total 65,629 complaints reported by
migrant workers. This is an average of around 5-6 per cent of complaints
reported by migrants per year. There are four major complaints: first,
breach of contract (20.4%); second, harassment both physical and sexual
(16.0%); third, no payment of agreed wages (15.1%); and fourth, lack of
communication (14.9%) (see Table 7). Among the total complaints, there were
52,691 complaints (80.3%) from female migrants, while 12,938 complaints
(19.7%) were from male migrants. There are 15 types of complaint in Table 7,
in 13 types of which female complaints exceeded that of males. Overall the
rates of complaint occurrence from female migrants in every skill level are
much higher than those of male (see Figure 13). The highest rate of
complaint reports is from housemaids. The rates for skilled and unskilled
female migrants also show a high occurrence. On the other hand, the share
of male complaints exceeds in the remaining two items, death and premature
termination. The number of deaths has gradually increased. According to
Figure 12: Number of Complaints Received & Compensation Payment (US$) of the
Settlement (1994-2010)
Source: SLBFE, Annual Statistic Report 2009.
Economic Impacts and Social Issues of International Labour Migration: Sri Lankan Experiences with a Macro Perspective
―77―
the Foreign Ministry, there have been 460 Sri Lankan deaths reported from
41 countries (Sunday Times, 2010). SLBFE reported that there were 208
male migrants and 125 female migrants who died in 2009, and 216 male
migrants and 115 female migrants who died in 2010. The number of deaths
recorded has decreased by 1 per cent during the year 2010 (SLBFE, 2010: 83).
The share of male deaths to male departures has always been higher than
the share of female deaths to female departures. It means that male
migrants face a higher risk of death at the destination. The majority of the
deaths were due to natural causes followed by accidents, suicides and
murders.
Another social impact relating to migration is the psychological matters
at the destination. A migrant has to tolerate staying away from family,
friends, their own culture and the familiar environment of their origin
country. The limited contact with home may cause psychological and
Table 7: Complaints Received by Nature and Sex (2005-2010; accumulated data (%))
Male Female Total
No payment of agreed wages 16.8 83.2 15.1
Lack of communication 5.0 95.0 14.9
Sickness 10.4 89.6 6.6
Harassment (Physical & Sexual) 4.6 95.4 16.0
Death 60.4 36.6 2.9
Not sent back after completion of contract 6.4 93.6 7.2
Stranded-Lack of reception on arrival 7.1 92.9 0.1
Problem at home (Sri Lanka) 5.1 94.9 2.2
Breach of Employment Contract 45.6 54.4 20.4
Stranded without employment 43.1 56.9 4.2
Premature termination 84.8 15.2 0.6
Illegal money transaction 7.1 92.9 0.0
Others (Domestic Sector) 12.2 87.8 0.3
Others (Non-Domestic Sector) 24.2 75.8 1.5
Not Identified 18.8 81.2 8.0
TOTAL 19.7 80.3 100.0
Source: SLBFE, Annual Statistic Report, 2008, 2010.
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emotional impacts, such as loneliness, homesickness and depression, on
migrants after their leaving home. It is quite true that separation from the
familiar environment and close relationships make the people’s feelings more
or less unstable. It will take time to get used to a new environment, making
new friends, and life styles at the destination. The migrant’s effort to
integrate into a new circumstance is most important to solve such a negative
impact on migrants’ lives.
Especially, repeating migration may cause and increase the risk for
family breakdown, fragmentation of social networks and psychosocial stress.
The majority of Sri Lankan temporary migrant workers go to the Gulf region,
such as Saudi Arabia, Kuwait, the UAE, and Qatar. Those countries seldom
give permanent residence to migrant labour. Therefore, the migrants are
not allowed to bring their family from the origin country, and should go there
alone.
The emotional impact is not only limited to the migrant workers, but
also to the family left behind. There is little discussion on the impact of the
absence of male migrant workers on their families, while the effects of female
Figure 13: Complaints by Skill Levels (2005-2010; per cent of departures)
Source: SLBFE, Annual Statistic Report, 2008, 2010.
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migration on their families have been discussed. A high percentage of female
migrant workers are married with children. In Sri Lanka there are still
limited job opportunities for women, thus in general they were not employed
prior to migration and were fulltime housewives. It makes it more difficult
for their families to adjust to the absence of mothers. This becomes
exacerbated given the lack of social support and institutional guidance and
the added ‘burdens’ of the sudden increase in income and changes in lifestyle
(Dias and Jayasundere, 2004: 175). In the absence of a mother or other female
family members, the father or other male members do not take the
responsibility of looking after children. In some cases, the elder child stopped
schooling and started to look after younger children and father to maintain
domestic work. In other cases, the lack of love, proper care and discipline to
children provokes the children’s dropping out of school or taking drugs.
Furthermore, especially female children may have an increase risk of abuse,
or early marriage. There is also a higher risk of a husband’s alcoholism and a
break up of the relationship after the wife’s migration.
VI. Conclusion
Most arguments on international labour migration and economic
development have related to the economic benefits derived from workers’
remittances. The international organizations and the governments of
developing countries have regarded the acquisition of remittances through
labour exporting as one development strategy. As we have examined the
contributions of the labour export policy of Sri Lanka, the economic benefits
on the macro level can be positive. Although the labour export policy has
succeeded in making people have expectations for working abroad and
increasing the number of migrant workers as well as the value of
remittances in the macroeconomic data, the social costs have always been
underestimated or disregarded. The real influence of labour export policy on
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the society, which is mostly difficult to measure in quantity. Remittances
that labour migrants have sent from abroad have made a valuable
contribution to the Sri Lankan economy. Labour migration has been
accelerated by the values and attitudes of liberalized economic policy under
the export-oriented policy since 1977. The economic development of Sri
Lanka was not a smooth way. Even after the drastic introduction of the open
market policy, the country had not achieved development like the successful
economies of other Asian countries. This resulted in an increase of
unemployment and the emergence of social and political unrest among the
people of the country. In this difficult situation the government has
promoted a labour export policy to increase foreign exchange earnings, since
there is no economic constraint or burden in remittances. However, in the
reality of labour migration, there are various social problems which cannot be
acknowledged like economic conditions. The government started and
enforced welfare measures to safeguard migrant workers, but the cost of
compensation is also increasing. The economic impacts and the contribution
by remittances can be easily and quickly identified. On the other hand, the
social, emotional and psychological impacts on the migrants, their family, and
community may be hard to identify. It will take a long process to identify
specific values and attitudes towards migration in society. It is also difficult
to predict whether those values and attitudes towards migration lead
towards a good society, and economic development of the country.
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